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without title clearance or legal serv-
ices normally required, provided the 
lender believes from a search of the 
county records that the applicant can 
give a mortgage on the farm and pro-
vided that the lender would, in the nor-
mal course of business, waive the title 
search. This exception to title clear-
ance will not apply when land is to be 
purchased. 

(g) Multiple owners. If security has 
multiple owners, all owners must exe-
cute the security documents for the 
loan. 

(h) Exceptions. The Deputy Adminis-
trator for Farm Loan Programs has the 
authority to grant an exception to any 
of the requirements involving security, 
if the proposed change is in the best in-
terest of the Government and the col-
lection of the loan will not be im-
paired. 

[64 FR 7378, Feb. 12, 1999, as amended at 70 
FR 56107, Sept. 26, 2005] 

§ 762.127 Appraisal requirements. 

(a) General. The general requirements 
for an appraisal are: 

(1) Value of collateral. The lender is 
responsible for ensuring that the value 
of chattel and real estate pledged as 
collateral is sufficient to fully secure 
the guaranteed loan. 

(2) Additional security. The lender is 
not required to complete an appraisal 
or evaluation of collateral that will 
serve as additional security, but the 
lender must provide an estimated 
value. 

(3) Appraisal cost. Except for author-
ized liquidation expenses, the lender is 
responsible for all appraisal costs, 
which may be passed on to the bor-
rower or transferee in the case of a 
transfer and assumption. 

(b) Chattel security. The requirements 
for chattel appraisals are: 

(1) Need for chattel appraisal. A cur-
rent appraisal (not more than 12 
months old) of primary chattel secu-
rity is required on all loans except 
loans or lines of credit for annual pro-
duction purposes secured by crops, 
which require an appraisal only when 
the guarantee is requested late in the 
current production year and actual 
yields can be reasonably estimated. An 
appraisal is not required for loans of 

$50,000 or less if a strong equity posi-
tion exists. 

(2) Basis of value. The appraised value 
of chattel property will be based on 
public sales of the same or similar 
property in the market area. In the ab-
sence of such public sales, reputable 
publications reflecting market values 
may be used. 

(3) Appraisal form. Appraisal reports 
may be on the Agency’s appraisal of 
chattel property form or on any other 
appraisal form containing at least the 
same information. 

(4) Experience and training. Chattel 
appraisals will be performed by ap-
praisers who possess sufficient experi-
ence or training to establish market 
(not retail) values as determined by the 
Agency. 

(c) Real estate security. The require-
ments for real estate appraisals are: 

(1) Loans of $250,000 or less. The lender 
must document the value of the real 
estate by applying the same policies 
and procedures as their non-guaranteed 
loans. 

(2) Loans greater than $250,000. The 
lender must document the value of real 
estate using a current appraisal (not 
more than 12 months old) completed by 
a State Certified General Appraiser. 
Real estate appraisals must be com-
pleted in accordance with USPAP. Re-
stricted reports as defined in USPAP 
are not acceptable. The Agency may 
allow an appraisal more than 12 
months old to be used only if docu-
mentation provided by the lender re-
flects each of the following: 

(i) Market conditions have remained 
stable or improved based on sales of 
similar properties, 

(ii) The property in question remains 
in the same or better condition, and 

(iii) The value of the property has re-
mained the same or increased. 

(3) Agency determinations under 
paragraph (c)(2) of this section to per-
mit appraisals more than 12 months old 
are not appealable. 

[78 FR 65529, Nov. 1, 2013] 

§ 762.128 Environmental and special 
laws. 

(a) Environmental requirements. The 
requirements found in part 1940, sub-
part G, of this title must be met for 
guaranteed OL, FO, and CL. CLP and 
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PLP lenders may certify that they 
have documentation in their file to 
demonstrate compliance with para-
graph (c) of this section. Standard eli-
gible lenders must submit evidence 
supporting compliance with this sec-
tion. 

(b) Determination. The Agency deter-
mination of whether an environmental 
problem exists will be based on: 

(1) The information supplied with the 
application; 

(2) The Agency Official’s personal 
knowledge of the operation; 

(3) Environmental resources avail-
able to the Agency including, but not 
limited to, documents, third parties, 
and governmental agencies; 

(4) A visit to the farm operation 
when the available information is in-
sufficient to make a determination; 

(5) Other information supplied by the 
lender or applicant upon Agency re-
quest. If necessary, information not 
supplied with the application will be 
requested by the Agency. 

(c) Special requirements. Lenders will 
assist in the environmental review 
process by providing environmental in-
formation. In all cases, the lender must 
retain documentation of their inves-
tigation in the applicant’s case file. 

(1) A determination must be made as 
to whether there are any potential im-
pacts to a 100 year floodplain as defined 
by Federal Emergency Management 
Agency floodplain maps, Natural Re-
sources Conservation Service data, or 
other appropriate documentation. 

(2) The lender will assist the bor-
rower in securing any applicable per-
mits or waste management plans. The 
lender may consult with the Agency 
for guidance on activities which re-
quire consultation with State regu-
latory agencies, special permitting or 
waste management plans. 

(3) The lender will examine the secu-
rity property to determine if there are 
any structures or archeological sites 
which are listed or may be eligible for 
listing in the National Register of His-
toric Places. The lender may consult 
with the Agency for guidance on which 
situations will need further review in 
accordance with the National Histor-
ical Preservation Act and part 1940, 
subpart G. 

(4) The applicant must certify they 
will not violate the provisions of § 363 
of the Act, the Food Security Act of 
1985, and Executive Order 11990 relating 
to Highly Erodible Land and Wetlands. 

(5) All lenders are required to ensure 
that due diligence is performed in con-
junction with a request for guarantee 
of a loan involving real estate. Due 
diligence is the process of evaluating 
real estate in the context of a real es-
tate transaction to determine the pres-
ence of contamination from release of 
hazardous substances, petroleum prod-
ucts, or other environmental hazards 
and determining what effect, if any, 
the contamination has on the security 
value of the property. The Agency will 
accept as evidence of due diligence the 
most current version of the American 
Society of Testing Materials (ASTM) 
transaction screen questionnaire avail-
able from 100 Barr Harbor Drive, West 
Conshohocken, Pennsylvania 19428– 
2959, or similar documentation, ap-
proved for use by the Agency, supple-
mented as necessary by the ASTM 
phase I environmental site assessments 
form. 

(d) Equal opportunity and non-
discrimination. (1) With respect to any 
aspect of a credit transaction, the lend-
er will not discriminate against any 
applicant on the basis of race, color, re-
ligion, national origin, sex, marital 
status, or age, provided the applicant 
can execute a legal contract. Nor will 
the lender discriminate on the basis of 
whether all or a part of the applicant’s 
income derives from any public assist-
ance program, or whether the applicant 
in good faith, exercises any rights 
under the Consumer Protection Act. 

(2) Where the guaranteed loan in-
volves construction, the contractor or 
subcontractor must file all compliance 
reports, equal opportunity and non-
discrimination forms, and otherwise 
comply with all regulations prescribed 
by the Secretary of Labor pursuant to 
Executive Orders 11246 and 11375. 

(e) Other Federal, State and local re-
quirements. Lenders are required to co-
ordinate with all appropriate Federal, 
State, and local agencies and comply 
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with special laws and regulations appli-
cable to the loan proposal. 

[64 FR 7378, Feb. 12, 1999, as amended at 72 
FR 63297, Nov. 8, 2007; 75 FR 54014, Sept. 3, 
2010] 

§ 762.129 Percent of guarantee and 
maximum loss. 

(a) Percent of guarantee. The percent 
of guarantee will not exceed 90 percent 
based on the credit risk to the lender 
and the Agency both before and after 
the transaction. The Agency will deter-
mine the percentage of guarantee. See 
paragraph (b) of this section for excep-
tions. 

(b) Exceptions. The guarantee will be 
determined by the Agency except: 

(1) For OLs and FOs, the guarantee 
will be issued at 95 percent if: 

(i) The sole purpose of a guaranteed 
FO or OL is to refinance an Agency di-
rect farm loan. When only a portion of 
the loan is used to refinance a direct 
Agency loan, a weighted percentage of 
a guarantee will be provided; or 

(ii) When the purpose of a guaranteed 
FO is to participate in the downpay-
ment loan program; or 

(iii) When a guaranteed OL is made 
to a farmer who is participating in the 
Agency’s down payment loan program. 
The guaranteed OL must be made dur-
ing the period that a borrower has the 
down payment loan outstanding; or 

(iv) When a guaranteed OL is made to 
a farmer whose farm land is subject to 
the jurisdiction of an Indian tribe and 
whose loan is secured by one or more 
security instruments that are subject 
to the jurisdiction of an Indian tribe. 

(2) For CLs, the guarantee will be 
issued at 80 percent; however, the guar-
antee will be issued at 90 percent if: 

(i) The applicant is a qualified SDA 
farmer; or 

(ii) The applicant is a qualified begin-
ning farmer. 

(c) CLP and PLP guarantees. All guar-
antees issued to CLP or PLP lenders 
will not be less than 80 percent. 

(d) Maximum loss. The maximum 
amount the Agency will pay the lender 
under the loan guarantee will be any 
loss sustained by such lender on the 
guaranteed portion including: 

(1) The pro rata share of principal 
and interest indebtedness as evidenced 

by the note or by assumption agree-
ment; 

(2) Any loan subsidy due and owing; 
(3) The pro rata share of principal 

and interest indebtedness on secured 
protective and emergency advances 
made in accordance with this subpart; 
and 

(4) Principal and interest indebted-
ness on recapture debt pursuant to a 
shared appreciation agreement. Pro-
vided that the lender has paid the 
Agency its pro rata share of the recap-
ture amount due. 

[64 FR 7378, Feb. 12, 1999, as amended at 68 
FR 7695, Feb. 18, 2003; 72 FR 63297, Nov. 8, 
2007; 75 FR 54014, Sept. 3, 2010; 79 FR 78693, 
Dec. 31, 2014] 

§ 762.130 Loan approval and issuing 
the guarantee. 

(a) Processing timeframes. (1) Standard 
eligible lenders. Complete applications 
from Standard Eligible Lenders will be 
approved or rejected, and the lender 
notified in writing, no later than 30 
calendar days after receipt. 

(2) CLP and PLP lenders. 
(i) Complete applications from CLP 

or PLP lenders will be approved or re-
jected not later than 14 calendar days 
after receipt. 

(ii) For PLP lenders, if the 14 day 
time frame is not met, the proposed 
guaranteed loan will automatically be 
approved, subject to funding, and re-
ceive an 80 or 95 percent guarantee for 
FO or OL loans, and 80 or 90 percent 
guarantee for CL, as appropriate. 

(3) Complete applications. For pur-
poses of determining the application 
processing timeframes, an application 
will be not be considered complete 
until all information required to make 
an approval decision, including the in-
formation for an environmental review, 
is received by the Agency. 

(4) The Agency will confirm the date 
an application is received with a writ-
ten notification to the lender. 

(b) Funding preference. Loans are ap-
proved subject to the availability of 
funding. When it appears that there are 
not adequate funds to meet the needs 
of all approved applicants, applications 
that have been approved will be placed 
on a preference list according to the 
date of receipt of a complete applica-
tion. If approved applications have 
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